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RE: Proposed Amendments to Chicago Board of Trade
- -Rotph Rlce Futures Contract

Rigeland Foods, inc. recommends that the Commisslon not approve the referenced
praposed amendments regarding quality specifications for delivery of rough rice
aghinst the Chicago Board of Trade's (CBOT) rough rice futures contract. The
prqposet] amendments would reduce the quantlty of stained rice parmitted in rough
fii doli\’r'grable on the futures contract and would prohibit delivery of rough rice which
contains heat-damaged rice.

Rigeland Foods, Inc, is a farmer-owned cooperative which markets rice grown by its
faxzar-members. Nearly 40 percent of the rice growers in the Unlted States are
mdémbars of the cooperative, Most of them, nearly B0 percent, market their rice
thrbugh the cooperative on a pool basis. This means thelf rice Is priced for them by
thd coopérative.

The orative markets 30 percent of the rough rice grown in the United States. It
prdcesses and sells 25 percent of the domeatically milled rice sold in the U.S. market.

RIQelancl has been a supporter and user of the current rough rice fytures contract
since its Inception many years ago. !t Is an important tool in marketing our farmer-
mgmbers’ tica. We are often the largest component of the open Interest for the
C}oago_ rough rice futures contract. If the proposed amendments are approved and

implemanted, we are likely to sharply reduce our use of the contract. In fact, Iif the
proposed amendments come into force, we fear that the contract will wither away.

Contrary to the contention of the CBOT's submisslon to the Commission, the
proposed amendments will not improve the pricing accuracy nor efficiency of the
rough rice fulures market. in fact, they will reduce tha supply of deliverable rice

Riceland Toods, Inc, ¢ PO, Box 927 Stuttgart, Arkansas 72160 « (870) 673-5500



FROM RICELRND FOODS 11.29.1999 1gtal

-2-

pafticulatly true late In the marketing year when the rice has boen stored for some

W:Eln the delivery zone and result In substantial market distortions. This will be
ti

Rldelan? cannot afford being put into a position of not being able to deliver rice
aginst the contract. This would make it very difficult to lift our hedges. Based on
past expsriance, we would be continually chasing the market when attempting to Iift.

W4 also object to the procedures used by the CBOT's staff In prepari ng and
suzmlttmp the proposed amendments to the Commission. We do not beliave there
was adequate due process in arriving at a decision to submit the amendments.
Although | am a member of the CBOT, my office has no record of recelving any
official natice that the amendments were belng submitted to the CBOT's board of

dirbatord for its conslderation.

W4 beligve the submissions of these amendments were driven by a few local traders
at tha CHOT, along with some exporters of rough rice. We do not belisve that the
brdader interests of the industry, particularly the growers and millers, were
adequataly taken into account.

In the regent past some rough rice exporters used the rough rlce futures contract as a
cagh market to originate rough rice for their export orders. In some of these

clr ums'jqnfcea they may have had difficulty with stained or heat-damaged rice. But
they coufd have avoided these problems by placing limits on staln and heat damage

in (ho ricé baing shipped to them and adjusting thelr purchase prices accordingly.

W wou|¢l agree that the standards for staln and heat-damage could be tightened,

but riot to the degres in the proposed amendments. The standards In the CBOT

pr posr:Laar;e aessentially for package-quality rice. This Is only a small segment of the
' ehtire mArket.

Fof stain, we recommend changing the contract specification to allow up to 25
stalned kernels in total per 500 grams with a maximum of 10 kemels as identified by
U%JWNF;FIS line slide 2.1 and 26 kernels as identified by line slids 2.2, See the
foliowing ‘for comparison purposes:

LINE SLIDE LINE SLIDE
JOTAL STAIN —_—eil.. _R-22 _

CBOY's Current Spec.  1.6% (300 kernel by count) 300 Unlimited
IOBOY's Proposal 10 5 10
iOur $uggestion 26 10 25

With regard to heat-damaged kernels, USDA/FGIS standards for U.S. Grade No. 2 or
bejtar roygh rice allows for two heat-damaged kernels per 500 grams, The change
prgposeq by the CBOT would not allow any heat-damaged kernels as identifled by
USDA/FGIE line slide R-2.0, Even U.S. Grade No. 1 rough rice Is permitted one
heht-damaped kernei per 500 grams.
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It it readlly apparent from the above facts, that the CBOT proposed amendments are

impractidable and would greatly reduce the supply of rough rice avallable for delivery
within th_%dalivery zone. With these facts in mind, we urge the Commisslon not to
approve CBOT's proposed amendments, but return them to CBOT with a request to
regubmit them after taking the broader Interests of the industry into account,

redsons for objecting to CBOT's proposed amendments. Thank you for your

Wé will be pleased to submit additional information as well as data supporting our
coialdefition.
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